————— Original Message-----

From Kasper, Roger A DATCP [mmilto: Roger. Kasper @at cp. state. w . us]

Sent: Friday, Decenber 06, 2002 2:21 PM

To: Hadjy, Pandor

Subj ect: Comments on | nplenentation of Section 9006 of the Farm Security
and Rural Investnent Act of 2002, "Expanding Rural Renewable...

Pandor Hadjy, Assistant Deputy Adm nistrator, Business Prograns
RBS, Room 5050 South Agriculture Building, Stop 3220

1400 | ndependence Avenue, SW

Washi ngton, D.C. 20250-3220

RE: Comments on | nplenentation of Section 9006 of the Farm Security and
Rural Investment Act of 2002, "Expanding Rural Renewabl e Energy Systens"

The foll owi ng Wsconsin organi zati ons have revi ewed and provided i nput to
t he docunent bel ow

W sconsi n Departnent of Adm nistration (DQA)

+ W sconsin Focus on Energy - Production Agriculture Program
+ W sconsin Focus on Energy - Rural Communities Program

+ W sconsin Focus on Energy - Renewabl e Energy Program

W sconsin Departnent of Agriculture, Trade and Consumer Protection (DATCP)
+ Rural Electric Power Service (REPS) program
+ Agricul tural Devel opnent and Diversification (ADD) program

DATCP adnini sters two prograns that relate to rural energy: one programis
the Rural Electric Power Service (REPS) programand the other is the
Agricul tural Devel opnment and Diversification (ADD) program DATCP al so
supports a citizen advisory council called the Rural Energy Managenent
Council (REMC). In addition, the Wsconsin Focus on Energy Program an
energy efficiency and renewabl e energy program funded by electric utility
customers and managed by DOA has established prograns in all three areas

i ncluded in Section 9006, nanely renewabl e energy, agriculture-based energy
efficiency and rural communities. These activities have given us a chance to
work with a variety of the agencies and individuals interested in rura
energy issues in Wsconsin. These comments reflect the know edge we have of
the status of rural energy management in Wsconsin and the ways the USDA
program coul d partner with the Wsconsin prograns and achi eve even greater
public benefits.

Your original question and statenent are in ALL CAPITAL |letters; DATCP s
suggesti ons and di scussion foll ow each questi on.

Questions or concerns with regarding these comments can be directed to

Roger Kasper, DATCP-Rural Electric Power Service (REPS) program at
roger. kasper @at cp. state.wi . us or 608/ 224-5054

O

Preston Schutt, DQA-Division of Energy at
preston. schutt @oa. state. wi . us or 608/261-8658

O

Don Wchert, DOA-Division of Energy at don.whicert @oa.state.w .us or
608/ 266- 7312

Thank you for considering our input in the drafting of the rules to



i mpl enent Section 9006 of the Farm Security and Rural Investnent Act of
2002.
Roger Kasper, Preston Schutt, Don W chert

W SCONSI NS RESPONSE TO USDA | SSUES

"RBS |'S PARTI CULARLY | NTERESTED | N RECEI VI NG COMVENTS ON THE FOLLOW NG
SPECI FI C | SSUES AS THEY RELATE TO SECTI ON 9006:

1. THE ACT STI PULATES THAT FI NANCI AL ASSI STANCE MAY BE PROVI DED TO PURCHASE
RENEWABLE ENERGY SYSTEMS AND MAKE ENERGY EFFI Cl ENCY | MPROVEMENTS

~ WHAT PRQIECTS SHOULD BE ELI G BLE FOR FUNDI NG? & SHOULD CERTAI N TYPES OF
PROJIECTS RECEI VE PRI ORI TY FOR FUNDI NG?

Suggesti ons:

1. Earmark at |east 50% of the noney for energy efficiency inprovenments and
the renmai nder to new renewabl e energy projects.

2. Require eligible projects to have an energy assessnent/audit and energy
managemnent pl an.

3. Take an overall "systens" approach to funding energy efficiency and
renewabl e energy projects, NOT sinply funding a new "technol ogy" approach
(e.g. funding just new type of |ight purchase and not system upgrades to
handl e new | ights safely and efficiently).

Di scussi on:

Bot h renewabl e energy systens and energy efficiency inprovenents could
benefit eligible participants and should be eligible for funding, but they
are not necessarily the ones who can afford the risks of unproven or new
applications of existing technology. Some are going to be able and willing
to take the risk of being an early adopter of an unproven system or | ocated
so that they can take advantage of proven renewabl e energy technol ogi es
(e.g. wind), but we feel a majority are nore likely not. Therefore, we
suggest ear marking at |east 50% of the nbney for energy efficiency

i nprovenents and the renmai nder to new renewabl e energy systens.

Just addi ng the npst recent renewabl e energy or energy efficiency
technol ogi es to a hodgepodge of systens is not necessarily in the best
overall interest of the operation. Systens that have been built up over
time, often in response to energency needs, may have hi dden safety issues
and are probably not designed with energy efficiency in mnd. Many farm
operators need encouragenent to spend nore tine and resources in getting
out si de expert planni ng gui dance for the energy nanagenent of the overal
operati ons.

The effort to | ook at all energy usage requirenents of the operation and

pl anni ng for overall system upgrades is absolutely necessary to ensure a
safe and efficient system Inportant safety and power quality concerns (e.qg.
stray voltage, excessive secondary voltage drop, wiring failures in process,
etc.) are often identified during this review process. Regardl ess of whether
the operator proceeds with funding the inprovenments or changes at the ting,
the farmer has an outline of safety, efficiency and alternative renewabl e
energy concerns and options they face and a plan for future reference to
prioritize possible inprovenents or energy efficient replacenment purchases
of failed equi pment.

We feel an energy assessnent/audit that investigates both renewabl e energy
and energy efficiency options, along with an energy plan, should be required
of projects requesting assistance under section 9006. The nature of the



assessnent/audit shoul d be focused on energy efficiency first, then
renewabl e energy options. The energy assessnent/audit should nmake sinplified
estimates of savings - not detailed audits based on complex nonitoring - a
sure way to waste programfunds. The overall assessnent/audit should be
based on an Identification (1D) survey that utilizes basic farmfactors to
estimate energy cost and saving potential for systemefficiency inprovenents
and renewabl e energy systens.

We realize section 9005 of the bill was to cover these audits, but funding
of these services is unknown at this time. There are alternative providers
of assessnents/audits and plans and the section 9006 program shoul d accept
3rd party assessnents/audits and plans. Know edgeable third parties that
could potentially provide these services are state energy prograns, county
or state extension services, private energy managenent consulting firns and
sone utilities.

Oten maxi num effective inprovenents are nore than just buying a "new piece"
of equi pmrent (e.g. upgrade utility service to 3-phase power, rewring
farnstead to nodern standards, relocating ventilation / Iighting equipnent
within structures, etc.). The all owabl e expenses shoul d NOT be just for the
"new' piece of equipnent; rather, it should al so cover overall system
changes required to take full advantage of all potential energy savings for
the system

An exanpl e woul d be the conversion from standard, incandescent |ighting to
energy efficient lighting at a |l ocation that needs rewiring before

consi dering any change. An extra $10,000 to $20,000 may al |l ow t he upgrade so
that the operator could take advantage of the much nmore efficient |ighting
option. If this additional cost is not covered, the operator may not be able
to afford the overall changes required to be as energy efficient as
possi bl e. The upgradi ng/ ext endi ng of 3-phase service has al so been an issue
with the ability to connect wind turbines nore efficiently to the utility
grid. Many ot her examples exist of the need to upgrade, rewire or nodify the
operations to take full advantage of energy efficiency inprovements or adopt
a renewabl e energy system

A basic benefit cost ratio should be required when eval uating the grant or
| oan amount that pays for a "systeni expansion that does not directly |ead
to energy efficiency. It is possible that these system expansions wl|
subsi di ze non-energy efficiency and renewabl e energy technol ogies. To
ensure the good use of programfunds, a ceiling should be placed on
"indirect" or "systeni upgrades.

~ SHOULD PREFERENCE BE G VEN TO NEW | NNOVATI VE TECHNOLOG ES OR PROVEN
TECHNOLOG ES?

Suggesti ons:

1. Al potentially 'viable' project technol ogi es shoul d have a chance to
participate in the program However, there should be a reasonabl e maxi mum
al | owabl e payback criteria established (e.g. projects nore than a 10- to
15-year sinple payback are NOT eligible).

Di scussi on:

Due to the linmted annual funding for section 9006, we believe that any
renewabl e energy or energy efficiency projects should NOT be eligible for a
grant, if the payback is two years or less OR greater than ten to fifteen
years. Projects with paybacks greater than ten to fifteen years shoul d not
be funded. It is our understanding that the goal of this USDA programis to



maxi m ze current inplenented energy savings and adopti on of renewabl e
energy. The USDA shoul d encourage innovation; however, it should rely on
other progranms and efforts to establish the market viability of new
technol ogi es before allowi ng themto access funds through this program

Appropriate USDA or DOE authorities will need to determ ne which
technol ogi es constitute a 'viable option'. The funding of "zero point
energy", perpetual notion or other questionable systens should be

di scouraged as they are not likely to benefit the farners or businesses
i nvol ved with the program

Bel ow are exanpl es of technol ogi es that m ght be considered either "proven"
or "new technol ogi es".

"Proven 'off-the-shelf' technol ogi es"

~ Most lanps and |ighting systens

~ Vari abl e speed fans

~ Ml k system pre-cool ers

~ Hi gh-vol ume | ow speed fans in |ivestock housing areas
~ Efficient stock watering systemns

~ Large wind turbines (100 kWor greater)

~ Sol ar electric fences or water punps

~ NEMA Premium el ectric nmotors

~ Low pressure irrigation

“"New or | nnovative Technol ogi es"

~ Anaerobi ¢ digestion of manure (biogas) [Still site by site adoption.]
~ Vari abl e frequency dairy vacuum punps (Not necessarily new or innovative,
however, they still should be considered on a site-by-site basis)

~ On-farm bi odi esel, ethanol or other alternative fuel production

~ On-farmpalletizing or other advance packagi ng of biomass materials for
fue

~ Conbi ned heat and power systens

~ Small wind turbines (less than 100 kW

~ On-farmgasification or pyrolysis operations

Sol ar drying of products in northern climates

Wast e- heat recovery by evaporative chilling systens

l

l

2. LOAN GUARANTEES, DI RECT LOANS, AND GRANT PROGRAMS ARE AUTHORI ZED UNDER
THE LEG SLATI ON.

~ WHAT TYPE OF FI NANCI AL ASSI STANCE |S MOST I N NEED (I.E., GRANTS, DI RECT
LOANS, OR LOAN GUARANTEES) ?

Suggesti ons:

1. Gants, direct |oans and or |oan guarantees are all useful for specific
technol ogy narket stages - e.g., "new, innovative" or "proven".

2. Maxim ze grant size for early adopter or innovator of a systemthat is
unproven or has limted-adoption. Gants should be nost generous for new,

i nnovative technol ogi es.

3. Require individual or local/state prograns to cover the cost of a third
party assessnent/audit and energy plan

4. No grant nmoney shoul d be awarded to projects that have an econom c
payback | ess than two years. In these situations direct |oans or |oan
guar ant ees shoul d be used.

Di scussi on:



As stated before, eligible farmers and snall busi nesses are not necessarily
the ones who can afford to be "guinea pigs", but sone are going to be able
and willing to take the risk of being an early adopter or innovator of an
unproven or limted adopted system These individuals should receive the
maxi mum grant assistance in addition to loans to hel p bal ance sone of the
ri sk of being an early adopter or innovator.

States should denonstrate their commitnent to energy efficiency by covering
the cost of a third party assessnent/audit and energy plan. In this way the
USDA woul d be assuming a | eadership position by encouraging States to
actively participate.

4. SECTI ON 9006 STATES THAT, | N DETERM NI NG THE AMOUNT OF GRANT OR LOAN, THE
SECRETARY SHALL TAKE | NTO CONSI DERATI ON AS APPLI CABLE

G OTHER FACTCORS AS APPROPRI ATE.
~ WHAT OTHER FACTCRS, |F ANY, SHOULD THE DEPARTMENT CONSI DER | N DETERM NI NG
THE AMOUNT OF GRANT OR LOAN?

Suggesti ons:

1. W& agree an elenent of eligibility should be "financial need" and suggest
the mininmum be conformng to the FSA direct |oan programeligibility
requirenents.

2. W encourage the adoption of the definition of a small rural business
that appears in the Rural Business Enterprise Gant program

3. Renewabl e energy projects should have a nmaxi mum award of no greater than
$100, 000 and energy efficiency projects should have a maxi mum award of

$25, 000.

Di scussi on:

Section 9006(b)(a) directs the USDA Secretary to determ ne what qualifies as
"denonstrate(d) financial need". W did not find "financial need" defined
anywhere in the Act. W agree an elenent of eligibility should be "financia
need".

The baseline requirements of any participant for financial assistance should
be defined by adopting these existing requirenents:

a. The FSA direct loan programeligibility requirenents

b. The 2002 Farm Bill stipulation, being used in other prograns, that

i ndividual s and entities whose average Adjusted Gross Income (AG) exceeds
$2.5 mllion are ineligible unless at |east 75 percent of their average AG
is derived fromfarm ng, ranching or forestry operations.

We woul d accept additional requirenents if easily determ ned such as a
specific ratio of energy expenditure to AG as a measure of "financia

need".

"Rural small business" does not seemto be defined by the act. W encourage
the use of the definitions fromthe Rural Business Enterprise Grant (RBEG.
Section 1942.304 of instructions defines a small and energing private

busi ness enterprise as "Any private business which will enploy 50 or fewer
new enpl oyees and has less than $1 million in projected gross revenues."
Rural and rural area are defined as "* * that is not within the outer
boundary of any city having a popul ation of 50,000 or nore and its i mediate
adj acent urbani zed and urbani zing areas with a popul ation density of nore
than 100 persons per square mle, *"

4. THE ACT STATES THAT THE AMOUNT OF CGRANT SHALL NOT EXCEED 25 PERCENT OF



THE COST OF THE ACTI VITY FUNDED UNDER THE PROGRAM  ADDI TI ONALLY, THE
COMBI NED AMOUNT COF A GRANT AND LOAN MADE OR GUARANTEED SHALL NOT EXCEED 50
PERCENT OF THE COST OF THE ACTI VI TY FUNDED.

~ WHAT ARE VARI OQUS SOURCES OF PROGRAM MATCHI NG FUNDS (I .E., OTHER FEDERAL
STATE, LOCAL, OR PRI VATE PROGRAMS) ?

Suggest i ons:

1. Most residents of the State of Wsconsin have opportunity for sone

mat ching funds froma variety of avail able prograns. I n Wsconsin,
availability of matching funds is determi ned by the nature of the prograns
their utility (investor owned, mnunicipally owed or rural cooperative) have
adopted and the business or farm operation.

2. Mbst Wsconsin dairy operations and sone other agriculture operations are
soon to have financial and technical assistance with rewiring of their
operations. The type of financial assistance will consist of a conbination
of grants or |oans to upgrade their existing wring.

3. Projects receiving other financial assistance should NOT be excluded from
eligibility for fundi ng under section 9006. However, the total of all grants
and | oans, fromfederal, state, or local government should not exceed 50% of
the total project cost.

Di scussi on:

Beneficial synergies exist for packagi ng assistance fromnultiple prograns

that can maxi m ze the inplenentati on of renewabl e energy systens and energy
efficiency upgrades. Grants and | oans, fromall sources (federal, state and
| ocal ), should not be greater than 50% of the total project cost. A project
owner should be required to have a substantial financial commtnent so that
a "false" market is not created which is dependent on subsidi es.

Most residents of the State of Wsconsin have the opportunity for sone
mat ching funds froma variety of avail able prograns. The availability of
mat ching funds in Wsconsin is determ ned by the nature of the program
offered by electric providers (investor owned, municipal managed or rura
cooperative) and the nature of the business or farmoperation.

The State of Wsconsin enacted legislation to require investor owned
utilities and nmunicipals to participate in a uniformpublic benefit program
managed by the state which is known as the "Focus on Energy" program Focus
on Energy manages a nunber of public benefit prograns that include
encour agi ng renewabl e energy, energy efficiency inprovenents and assi stance
wi th paynent of energy bills. The 23 Wsconsin rural electric cooperatives
were invited to participate in the State's Focus on Energy program or
requested to offer a simlar package of programs on their own. None chose to
join the State's Focus on Energy program and instead fund their own
prograns, if any for these specific interest. Therefore, the avail able

mat chi ng funds depend on the specific utility that provides the potentia
participant with electric power.

Further information on Focus on Energy program of ferings:

Production agriculture energy efficiency incentive program

http://ww. f ocusonener gy. conl dat a/ conmon/ pageBui | der Fi | es/ 1367775110Mf i nanc
i al . pdf

Renewabl e energy investnent incentives.

http://ww. f ocusonener gy. cont page. j sp?pagel d=673

Renewabl e energy feasibility and denonstration grants.

http://ww. f ocusonener gy. conl page. j sp?pagel d=674



Soon al npbst all dairy operations and sonme agriculture operations will have
assistance in the formof grants, |oans and technical assistance to rewire
their operations to be safer nore efficient operations. DATCP has partnered
with the Wsconsin Public Service Comm ssion and Departnent of Comerce -
Ofice of State Electrical Inspector for nmany years to troubl eshoot stray
voltage, utility service problens and safety concerns. It has becone obvi ous
that a mpjority of rural and agriculture custoners are desperately in need
of assistance to upgrade their wiring systemto have safer, nore energy
efficient electrical systems. The Public Service Comm ssion has worked with
all of the major investor owned utilities and the Wsconsin Rural Electric
Cooperative Association to get fairly uniformrew ring prograns offered
across the state. Currently those farnms receiving municipal power may not
have access to a rewi ring program

W sconsin Public Service Corp. developed the pilot farmrew ring program
that has been used as a nodel for the other investor owned utilities. The 4
other major investor owned utilities are at various stages of devel oping
simlar prograns under the guidance of the W Public Service Conm ssion. The
W sconsin Rural Cooperative Association recently announced the Safety First
programthat will be very sinmlar to that offered by Wsconsin Public

Servi ce Corp.

Each program has slight variations. Some are linmted to only dairy
operations others are all agriculture. Some offer nore grant noney or |oans
than the others do. Some will allow any certified electrical inspector to
assess wiring others require a state electrical inspector. Overall they all
provi de varying |levels of grant noney for inspection, assessnent and

devel opment of a plan with matching | ow interest |oans up to sone
pre-determ ned maxi mum anount .

[ Further information on nodel program at

http://ww. w sconsi npubl i cservice.comfarmrew ring. asp]

Federal program funds shoul d not exclude projects receiving |ocal

assi stance. An efficient way to coordinate delivery of services would be for
the USDA programto work with state and | ocal prograns to elimnate any
"gaps" in geographic coverage, eligibility, programoptions, or cost
effectiveness limts. Beneficial synergies exist with packagi ng assi stance
frommultiple prograns that can naxim ze the inplenentation of cost

ef fective energy efficiency upgrades and renewabl e energy systens.



